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J85() M Slreel. NW
Suite JJ()()

Washington, DC 2()036
Telephone: (202) 828-7453
Fax: (202) 822-8999

Jay C. Keithley
Vice President
Lilli' & External Affairs

ElPARD

October 3, 1996
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!OCT' 3 ." 1996

BE: Ia t8e Matt. ofFederal-State Joint Board on Univenal Service
CC Docket No. 96-45

Mr. WtllillaF. CatQIl
AGtiQa s.cr..y
'edeAle-..iBatioat Commissioa
191' W sa... N.W....222
W'*b~ D.C. 205,..

Dear Mr. Caton:

TodaYt rcpreMIltatives ofSprint Corporation met with Mr. Greg RooItoD, Chief
Economist of the Common Carrier Bureau, to discuss Sprint's position in the above referenced
docket. Attacbed is the handout used in the discussion.

~ SpriDt Corporation were: Jay Kei~ey, Dick JubDke, Jim Sichter and
Brila Staihr. We roquat that this information be made a part ofthe record in thi. matter.
Two copiea ofthis letter, UlKCOrdance with Section 1.1206(a)(1), are provided for this
purpose. Ifyou have any qJ.JeStions, please feel free to can.

SiAcerely,

Jay C. Keithley

cc: Greg R.ooston

Ne, of Copies rec'd'-----
"'::'..f'> I"E'~;,../ l,..; V



Estimated Elasticities

• Basic access to the network: .03-.05

• IntraLATA toll: .40-.50

• InterLATA toll: .72-.80

• Call Waiting: .52

• Call Forward: 1.39

• Caller ID: 1.33

• Auto Call Return: .49
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Brian K. Staihr / Manager, Strategic Costing & Pricing / Sprint LTD



Overall Expenditure

HH Income Group % of HH

Under 10K Annually 11.1
$10K-$19,999 18.9
$20K-$29,999 18.8
$30K-$39,999 15.3
$40K-$49,999 10.8
$50K-$74,999 19.1
$75K-$99,999 3.7
$100K and Over 2.3

Average Total Bill

$45.40
$48.70
$52.10
$52.70
$51.90
$59.60
$63.11
$70.51

Brian K. Staihr / Manager, Strategic Costing & Pricing / Sprint LTD



Expenditure on Local Phone Bill

HH Income Group %ofHH Average LEe Bill

Under 10K Annually 11.1 $29.21
$10K-$19,999 18.9 $29.56
$20K-$29,999 18.8 $30.12
$30K-$39,999 15.3 $31.01
$40K-$49,999 10.8 $31.78
$50K-$74,999 19.1 $32.79
$75K-$99,999 3.7 $35.60
$100K and Over 2.3 $41.73

Brian K. Staihr / Manager, Strategic Costing & Pricing / Sprint LTD
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Expenditure on Long Distance Bill

HH Income Group %ofHH Average LD Bill

Under 10K Annually 11.1 $16.17
$10K-$19,999 18.9 $19.11
$20K-$29,999 18.8 $21.94
$30K-$39,999 15.3 $21.73
$40K-$49,999 10.8 $20.09
$50K-$74,999 19.1 $26.80
$75K-$99,999 3.7 $27.51
$100K and Over 2.3 $28.78

Brian K. Staihr / Manager, Strategic Costing & Pricing / Sprint LTD



Expenditure on LEe Toll

HH Income Group % w/LEC Toll Avg. Expenditure

Under 10K Annually
$10K-$19,999
$20K-$29,999
$30K-$39,999
$40K-$49,999
$50K-$74,999
$75K-$99,999
$100K and Over

52%
58%
63%
68%
65%
68%
67%
73%

$8.16
$8.59
$8.05
$8.63
$8.78
$8.87

$11.57
$13.99

Brian K. Staihr / Manager, Strategic Costing & Pricing / Sprint LTD



Penetration of Vertical Features

HH Income Group

Under 10K Annually
$10K-$19,999
$20K-$29,999
$30K-$39,999
$40K-$49,999
$50K-$74,999
$75K-$99,999
$100K and Over

% w/Any Vertical Features

34.3%
32.8%
39.6%
46.2%
47.3%
48.9%
51.6%
52.7%

Brian K. Staihr / Manager, Strategic Costing & Pricing / Sprint LTD



Expenditure on Cable Television

HH Income Group

Under 10K Annually
$10K-$19,999
$20K-$29,999
$30K-$39,999
$40K-$49,999
$50K-$74,999
$75K-$99,999
$100K and Over

%w/CATV

61.76%
65.14%
69.25%
73.45%
75.47%
81.18%
85.20%
93.60%

Avg. Expenditure

$30.22
$30.04
$31.09
$31.69
$32.12
$34.16
$33.41
$42.92

Brian K. Staihr / Manager, Strategic Costing & Pricing / Sprint LTD



Income Group as % of Non-connected Population

% ofPolb. % ofNon-ConnectedHH Income Group

Under 10K Annually
$10K-$19,999
$20K-$29,999
$30K-$39,999
$40K-$49,999
$50K-$74,999
$75K-$99,999
$100K and Over

11.1
18.9
18.8
15.3
10.8
19.1
3.7
2.3

33.80
27.90
12.90
7.80
6.40
6.60
3.10
1.00
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Brian K. Staihr / Manager, Strategic Costing & Pricing / Sprint LTD
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Cost-Based
Interconnection

Local
Competition

Cost-Based
Local Rates

Erosion of Internal Subsidies
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Replacing internal
subsidies with

explicit subsidies

,
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ACCESS REFORM AND
UNIVERSAL SERVICE

• Unsustainability of internal (Implicit) Subsidies

• Impact of Access Reform
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UNSUSTAINABILITY OF INTERNAL
'(IMPLICIT) SUBSIDIES

.Spdnt.
4



5

r-.'_~
",-. ~,c)

s:.?
r::_~)

:-1
..... ,-7!'}

-..:....;r-_.
j"'r''1
~~,

<':',)

~-~

Unsustainability of Current Ix Access
Rates in a Competitive Environment

• The Telecom Act of 1996 requires incumbent
LECs to provide unbundled Network Elements
to competitive LECS at cost-based rates
• Creating an arbitrage opportunity to the extent that

the total revenues (LocaI and Access) generated by
an element under the existing rate structures exceed
the costs for that unbundled element

• And, ultimately, undermining the cross-subsidies
embedded in existing rate structures

• New Entrants can undermine Access Rates
• If rate level too high (above economic costs) f~f/
• If rate structures inefficient .;' ;%f

• e.g., per MOD recovery of fixed or IjTSi
costs ,.Sprint.. '\
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Carrier Common Line Revenues
Disaggregated by Customer Usage

Resldental
0 70.447 25% $ - 0.0% $

0-100 767.815 27.2% $ 673.485 3.1% $ 0.88
100-200 442.665 15.7% $ 1.326.621 6.2% $ 3.00
200-300 324.892 11.5% $ 1,591.209 7.4% $ 4.90
300-1000 939.235 33.3% $ 9.753.185 45.5% $ 10.38
1000-2000 226.949 8.0% $ 5.399.230 25.2% $ 23.79
2000-5000 50.405 1.8% $ 2.335.103 10.9% $ 46.33

5000+ 2.358 0.1%$ 348.841 .l&I. $ 147.94

TOTAL 2.824.766 100.0% $ 21,427.675 100.0% $ 7.59

Business
o 193.955 14.3% $ - 0.0% $

0-100 567.692 42.0%.$ 363.886 3.5% $ 0.64
100-200 152.528 11.3% $ 477.805 4.5% $ 3.13
200-300 94.035 7.0% $ 493.989 4.7% $ 5.25
3QO-looo 235.34817.4% $ 2.710.393 25.8% $ 11.52
1000-2000 67.702 5.0% $ 1.938~895 18.4% 1$ 28.64
2000-5000 31,536 2.3% $ 1.993.250 19.0% $ 63.21

5000+ . 9.617 0.7% $ 2.534.321 ~ $ 263.53

TOTAL 1.352.413 100.0% $ 10,512.539 100.0% $ 7.77
Note: Bs88d on November 1995billing records for United &Centel Florida, CT&T Gentel ofNorth CsroIlna,

Ohio, United &Gentel Texas, IIHnoIs and Missouri
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Local Switching "Subsidy"*
Disaggregated by Cusomer Usage

Usage Access %of Local Switching %of Local Switching
segment MOUIMontb Lines Ig1al Onw & Intra> InIal oerLine

Residental

0 70,447 2.5% $ - o.~ $
0-100 767,815 27.2% $ 316,420 2.9% $ 0.41

100-200 442,665 15.7% $ 642,250 5.9% $ 1.45
200-300 324,892 11.5% $ 782,421 7.1% $ 2.41
300-1000 939,235 33.3% $ 4,947,455 45.1% $ 5.27
1000-2000 226,949 8.~ $ 2,839,538 25.9% $ 12.51
2000-5000 50,405 1.8% $ 1,268,355 11.6% $ 25.16

SOOO+ 2,358 0.1% $ 182,012 1.7% $ 77.19

TOTAL 2,824,766 100.0% $ 10,978,451 100.0% $ 3.89

Business
0 193,955 14.3% $ - 0.0% $

0-100 567,692 42.~ $ 164,100 3.4% $ 0.29
100-200 152,528 11.3% $ 222,116 4.6% $ 1.46
200-300 94,035 7.0%·$ 232,429 4.8% $ 2.47

300-1000 235,348 17.4%$ 1,292,699 26.9% $ 5.49
1000-2000 67,702 5.0% $ 919,511 19.1% $ 13.58
2000-5000 31,536 2.3% $ 898,966 18.7% $ 28.51

SOOO+ 9,617 0.7% $ 1,075,655 22.4% $ 111.85

TOTAL 1,352,413 1OO.~ $ 4,805,476 100.0% '$ 3.55

Note: Based on November 1995billing records for United &Centel Florida, CTYT Centel ofNorth Carolina,
Ohio, United &Centel Texas IUinols andMissouri

, \ "Difference between cu"ent access rates and IocaJ termination proxy of$.02IMou
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Interconnection Charge (RIC)
Disaggregated by Customer Usage

RIC
perlJne

%of
.Thtal

RIC
<Inter &; Intra)

%of
IQ1al

Aca-;ss

Lines
Usage
t MQIJ/MonthSeamm

Residenlal
0 70,447 2.5% $ - 0.0% $

0-100 767,815 27.2%' $ 185,229.71 2.6% $ 0.24
100-200 442,665 15.7% $ 391,464.89 5.5% $ 0.88
200-300 324,892 11.5% $ 488,814.88 6.9% $ 1.50
300-1000 939,235 33.3% $ 3,194,457.44 45.2% $ 3.40
1000-2000 226,949 8.0% $ 1,866,694.63 26.4% $ 8.23
2000-5000 50,405 1.8% $ 828,011.64 11.7% $ 16.43

SOOO+ 2,358 0.1'J1 $ 114,554.23 1.6% $ 48.58
TOTAL 2,824,766 100% 7,069,227 100.0% $ 2.50

Business
0 193,955 14.3% $ - 0.0% $

0-100 567,692 42.0% $ 94,732 3.2'J1 $ 0.17
100-200 152,528 11.3'J1 $ 131,072 4.5% $ 0.86
200-300 94,035 7.0'JI· $ 139,152 4.7'J1 $ 1.48
300-1000 235,348 17.4% $ 787,014 26.7% $ 3.34
1000-2000 67,7CJ2 5.0'JI $ 565,253 19.2% $ 8.35
2000-5000 31,536 2.3% $ 560,256 19.0% $ 17.n

SOOO+ 9,617 0.7% $ 667,707 22.7% ,$ 69.43
I _I

TOTAL 1,352,413 100.0% $ 2,945,186 100.0% $ 2.18

Note: Basedon November 1995b1IHng records for United & Centel Florida, CT&T CentelofNorth carolina,
Ohio, United & Cente/ Texas, Illinois and Missouri
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Total Access Subsidy
Disaggregated
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$48.21$15.00

10

$63.21
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.Sustainability Example:
Carrier Common Line Charge

Recovery of NTS Loop Costs through per MOD
Charge
• Results in high users contributing well in excess of the

costs of their loops

• Providing incentive for IXCs (or CLECs) to "cap" the
access costs of serving these customers by serving them
through either non-ILEC facilities or resold ILEC loops

CCLC Revenue Unbundled Access Savings to /XC
Generated by Customer Loop Cost Net Revenue gain to CLEC

Residential $46.33 $20.00 $26.33
Customer

Business
Customer

'\



IX Access $.00834/MOU $.00991/MOU $.00250/MOU $.00674/MOU
(Industry Average)

Comparison between IX Access and
. Local Interconnection Pricing

;

Not
included

.Sprint

Transport
Transport RIC-

Local
SwitchingLool2

=t:Per FCC 96-98 Order

Local Interconnection Not TE-LRIC* TE-LRIC*
e(Transport and included (.2c - .4c/MOU)
termination)
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Revenue Impact of Pricing IX Access at\~ .
Local Interconnection Levels

(Industry Totals Interstate Only)

otal

Assumptions
*CCLC Eliminated

*RIC Eliminated

tehinf>u

Switched Access
Revenues at Local
Interconnection Levels.Sprint.

12

-Switched - *Local Swi--- priced at.~Transport ----$1.0B ----- -- -Local - -- -- -- -Switching - - $1.8B T-- -- -$4.0B - -- ---- $1.0B- --- -- -RIC - - Switched- -- -$2.8B - - Transport- -- -- -- ------- ~ --- ......- - $.8B-- -
CCLC -- --- --- - Local-- -$3.4B -- -------- .............. Switching-----. ..............--,-

$11.2B Total

Current Switched
Access Revenues

'\



SPRINT UNIVERSAL SERVICE PLAN

• Principles

• Services Eligible for Subsidies

• Determination of Subsidy

• Costing Standard

• Eligibility Criteria for Receiving the Subsidy

• Implementation

'. \

• Funding

• Administration of Funds
13
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, , . .~Sprint U~ver$al·SeMce Plan~ ~~ prmclple~:', . '.:',:..:::,'::, "::::~:~~~
.'., '. , . , ..., ' ' ......~. .,.,. :': ,',;' ..,:-,-.:..::,:.~, .., ": :/iJ~~t~:,.o,.
. ,'. Com~titiveNeutrality ..... ...,

. , .

.'~ . .~ :$houii,No~hnpair. 'COll1petit1.Qn ..
. • AiJ;_~..~h0uld ooBtribuie .to..tf.SF Oil an,· equitfille:,b~is· .

~'SubsidY· Fun~·,.Sho~d:be,'Portable
. . . ,

.• 'Awilable·tQ aQ;'qua@i~:p~viders :ofloca1. ~eryic~ .. . .... :.. . .
• .... .. .' '. • 0 '

'. .~. Specific:(Targeted):.·. ' ' ... ., . .

, . .,., '.; Predictable' .
. .. . . .' . . .
" •. EIitninate Curreiitinterna1(IPlpliclt) Subsidy.·
.".. .:. Flows,l '8$ well as replace ExfstingExplicit ".

, .. . ,

':' '. ",Subsidy Funding ..',. .
.0' ,.,~.oo,
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SPRINT PLAN
SERVICES ELIGIBLE FOR SUBSIDIES

• Residential Services Only

• .Initial Service Definition

- Local Dial Tone and Ability to Make Local Calls

- Access to Chosen Long Distance Carrier

- Access to Emergency Services

- Single Party Service

- Touch Tone

- Annual Local Directory

- Directory Assistance

+SprlIJt.
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SPRINT PIAN
DETERMINATION OF SUBSIDY

• Income Related Subsidies

- Lifeline, Linkup, and Other Explicit Subsidy
Mechanisms to Support Low Income
Subscribers Would Continue

• High Cost Area Subsidies

- Available to Subsidize Basic Residential
Service in Areas Where the Costs of
Providing Service Exceed Natio'nal and State
Standard for "Affordable" Rate

,

+SprJtlt.
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